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ACTION ARA-10 

INFO OCT-01 ISO-OO ERDA-05 AID-05 CEA-01 CIAE-00 CIEP-01 

COME-OO DODE-OO EB-07 FEAE-00 FPC-01 H-02 INR-07 

INT-05 L-02 NSAE-00 NSC-05 OMB-01 PM-03 SAM-01 OES-03 

SP-02 SS-15 STR-04 TRSE-00 FRB-03 XMB-02 OPIC-03 

LAB-04 SIL-01 PA-01 USIA-06 PRS-01 /102 W 

002852 

R 011801Z MAY 75 
FM AMEMBASSY QUITO 
TO SECSTATE WASHDC 5394 
INFO AMCONSUL GUAYAQUIL 

CONFIDENTIAL SECTION 1 OF 2 QUITO 2999 

E.O. 11652: GDS 

TAGS: PFOR EINV ENRG EC 

SUBJECT: COST DATA ON ECUADOREAN PETROLEUM 

REF: STATE 99726 

1. FOLLOWING THE METHODOLOGY IN THE IBRD TABLE GIVES THE 
FOLLOWING COMPARABLE FIGURES: IBRD CALCULATIONS ARE UPDATED 
TO TAKE INTO ACCOUNT TAX CHANGES SINCE JANUARY 1974. DECREE 
NO. 664 OF JUNE 28, 1974 INCREASED THE EFFECTIVE INCOME TAX 
RATE TO 49.95 PERCENT FROM 44.4 PERCENT AS OF JULY 1 . A DECREE 
REFLECTING OPEC PRICE INCREASES ISSUED OCTOBER 7. 1974 IN- 
CREASED THE EFFECTIVE INCOME TAX RATE TO 58.83 PERCENT AND THE 
ROYALTY TO 16.67 PERCENT EFFECTIVE OCTOBER 1, 1974. 

TAX REFERENCE PRICE J GRINON N .900 


OPERATING COSTS: 
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TRANSPORT .240 

ROYALTY (16.67 PERCENT) 1 .929 

EXPORT TAX ( 1 5 PERCENT) 2.085 

FOREIGN EXCHANGE DIFFERENTIAL .010 

PROFITS BEFORE INCOME TAX 9. 1 86 

PROFIT EARNING (15 PERCENT) 1 .377 
TAXABLE INCOME 7.809 

INCOME TAX (58.83 PERCENT) 4.594 

GOVERNMENT REVENUE 

ROYALTY 1.929 

EXPORT TAX 2.085 

INCOME TAX 4.594 

PIPELINE TRANSPORT FEE 0.014 

OTHER FEES AND TAXES 0.090 

PROFIT SHARING 1.377 

EXCHANGE DIFFERENTIAL .010 

TOTAL 10.099 

TAX-PAID COST 10.690 

2. DUE TO DEFFICIENCIES IN THE IBRD TABLES, WE ARE ALSO SUB- 
MITTING TEXACO-GULF'S CALCULATIONS AND COSTS OF COMPARATIVE 
CRUDES WHICH IT HAS SUBMITTED AND USED IN DISCUSSIONS WITH THE 
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GOE. IBRD TABLE FAILS TO TAKE INTO ACCOUNT THE APPROXI- 
MATELY 30 CENTS A BARREL SUBSIDY ON DOMESTIC CONSUMPTION. 

DECREE NO. 504 OF MAY 14, 1974 SPECIFIED THAT ROYALTIES ON 
DOMESTIC AND EXPORT SALES COLLECTED IN CASH WILL BE VALUED AT 
THE TAX REFERENCE PRICE FOR EXPORT OIL. THIS 30 CENT INTERNAL 

CONSUMPTION SUBSIDY IS ALSO DEDUCTIBLE FR INCOME TAXES. LIKE- 
WISE, IBRD TABLE FAILS TO INCLUDE APPROXIMATELY 16 CENTS COCA 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 05 JUL 2006 


2 PERCENT PRODUCTION PAYMENT AND ALSO FAILS TO INCLUDE OTHER 
MINOR TAXES AND HIDDEN COSTS. 
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ACTION ARA-10 

INFO OCT-01 ISO-OO ERDA-05 AID-05 CEA-01 CIAE-00 CIEP-01 

COME-OO DODE-OO EB-07 FEAE-00 FPC-01 H-02 INR-07 

INT-05 L-02 NSAE-00 NSC-05 OMB-01 PM-03 SAM-01 OES-03 

SP-02 SS-15 STR-04 TRSE-00 FRB-03 XMB-02 OPIC-03 

LAB-04 SIL-01 PA-01 USIA-06 PRS-01 /102 W 

002930 

R 01 1801Z MAY 75 
FM AMEMBASSY QUITO 
TO SECSTATE WASHDC 5395 
INFO AMCONSUL GUAYAQUIL 

CONFIDENTIAL SECTION 2 OF 2 QUITO 2999 

3. FOLLOWING ARE TEXACO-GULF ESTIMATES: 

ASSUMPTIONS: 

DAILY PRODUCTION LEVEL 190,000 

DOMESTIC MARKET - TOTAL 
BARRELS PER DAY 40,000 

INCOME TAX 58.83 PERCENT 

AVERAGE COST OF PRODUCTION 
(MINUS TAXES AND 2 PERCENT 
COCA PAYMENT) 0.268 

OTHER TAXES AND CHARGES 0.218 

CALCULATION: 
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REFERNCE PRICE (30 API) 13.900 
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EXPORT TAX ( 1 5 PERCENT) 2.085 

COST OF PIPELINE TRANSPORTA- 
TION 0.240 

SUBTOTAL 11.575 

ROYALTY (16.67 PERCENT) 1 .930 

COST OF PRODUCTION (INCLUD- 
ING VARIOUS TAXES) 0.486 

SUBSIDY OF INTERNAL 
CONSUMPTION (EXCLUDING 2 PER- 
CENT COCA PAYMENT) 0.313 

SUBTOTAL 8.846 

PROFIT SHARING (15 PERCENT) 1.327 

SUBTOTAL 7.519 

INCOME TAX (58.83 PERCENT) 4.423 

GOVERNMENT SHARE ON EXPORTS 

EXPORT TAX 2.085 

PIPELINE TAX 0.014 

ROYALTIES 1.930 

VARIOUS TAXES 0.222 

PROFIT SHARING 1 .274 

INCOME TAX 4.423 

2 PERCENT COCA PAYMENT 
(75 PERCENT-80 PERCENT OF 
TOTAL PRODUCTION) 0.159 
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TOTAL 10.107 

COSTS PLUS TAXES PLUS DOMESTIC CONSUMPTION PLUS 
ROYALTIES 

REVENUES OF THE STATE: 1 0. 1 07 

TRANSPORT COST .226 

PRODUCTION COST .268 

DOMESTIC CONSUMPTION SUBSIDY .362 

4 PERCENT PROFIT SHARING .053 

2 PERCENT COCA PAYMENT 
(14 PERCENT) .026 

LESS: AMORTIZATION OF ENTRY FEES (.004) 

TOTAL TAX-PAID COST 1 1 .038 

BY ALTERING SOME ASSUMPTIONS AND VARIABLES. T-G NOW 
MAINTAINS TAX PAID COST SOMETHING AROUND $1 1.23 PER 
BARREL. 

HEMENWAY 
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